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santos Limited today reported lower June 2004 quarter production, sales
volumes and revenues, despite significantly improved results compared with
the March quarter.

Total development spending for the quarter, however, was a record $175
million as the Company moves quickly to bring new projects online, such as
Mutineer-Exeter and John Brookes, to increase future production.

Total production for the three months ended 30 June 2004 was 11.6 million
barrels of oil equivalent (mmboe) compared with 13.8 mmboe in the previous
corresponding period. Sales volumes were down from 13.8 mmboe to 12.0
mmboe.

The average oil price for the quarter increased by 23% to A$50.65 per barrel
compared with the second quarter of 2003.

newsrelease

This largely offset the impact of lower volumes and resulted in sales revenue
of $334.1 million compared with $347.4 million in the June 2003 quarter.
(Recent trends in Santos quarterly production and revenue can be seen in the
chart below.)

“The lower second quarter production was due mainly to the impact of the
Moomba plant incident and declining field performance from fields in Western
Australia and Victoria," said Santos' Managing Director, Mr John Ellice-Flint.

“The Moomba plant reinstatement continues to progress well. Recovery of
losses in the second quarter is included in the Company’s insurance claim,
which is currently in progress.

“There have been production challenges in two of our non-opserated fislds
offshore Western Australia,” he said.

While gas production from the East Spar gas field was higher than in the June
2003 quarter, the field has experienced earlier than expected water
breakthrough. The production shortfall will ultimately be offset with the
development of the John Brookes gas field, but production during the second
half of 2004 will be lower than previously forecast.
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The Stag oil field has experienced unanticipated well downtime resulting in
poorer field performance. A remedial program is being developed. Full year
2004 production from Stag is expected to be lower than previously forecast.
Partly offsetting these negative effects, the acquisition of Novus Petroleum
assets is expected to add around 0.8 mmboe to 2004 production, depending
upon the precise date of the completion of the deal.

“Taking these factors into account, together with the recent divestment of
onshore Otway assets, the current outlook for 2004 production is 45-46
mmboe,” he said.

"One of our major priorities during the quarter has been the rapld development
of new projects on which we have spent a record $175 million.”

Significant progress on growth projects during the second quarter 2004
included:

 The Bayu-Undan liquids project (offshore Darwin) — which this week
completed the most technically difficult of the field's development wells.
Field development is three months ahead of schedule.

e The Mutineer-Exeter oil field development (offshore WA) — where the
project has passed the 55% completion point within budget. The first
planned heavy lift activity was recently completed with the successful
installation of the moonpool structure to the Floating Production Storage
and Off-take vessel. All 12 planned lifts should be complete by the end
of September.

e The Casino gas field development (offshore Victoria) — where
development approval is expected within the next month.

« The John Brookes gas fleld project (offshore WA) — for which new
contracts, plus additional volumes to meet East Spar obligations, are
sufficient to accelerate development of this field. Develocpment has
been approved by the JV following recent successful appraisal.

The June quarter also saw the addition of further possible growth opportunities
through acquisition and new ventures such as the recent Egypt and Novus
deals. Further portfolio rationalisation has also occurred with the divestment
of onshore Otway interests and the farm down of interests to ConocoPhillips in
an offshore Darwin block.
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STOCK EXCHANGE ACTIVITIES REPORT FOR
QUARTER ENDING 30 JUNE 2004

{Unless otherwise indicated, all comparisons are made against 2003 second guarter)

1. SALES AND PRODUCTION

Total production for the second quarter of 2004 was 11.6 million barrels of oil
equivalent (mmboe) compared with 13.8 mmboe Iin the previous
carresponding period.

The main reason for the lower production in the second quarter was the
continuing effects of the 1 January 2004 incident at the Moomba gas plant in
central Australia, with a decrease of 1.0 mmboe directly attributable to the
incident during the June quarter. Estimated lost production in the second
quarter directly attributable to the incident was 3.1 petajoules (PJ) of sales
gas, 0.2 million barrels of condensate and 43,000 tonnes of LPG.

Production outside the Cooper Basin declined by 0.6 mmboe as lower gas and
oil production occurred due to natural field decline, particularly at the Stag oil
field, cyclones in Western Australia and problems with water breakthrough at
the East Spar field.

Santos has previously forecast that the total production impact of the Moomba
incident will be around 4 mmboe in the current calendar year and this estimate
remains valid. Problems identified at Stag and East Spar will likely result in
lower production for the remainder of the year. Options are being reviewed to
rectify these problems but may not be able to be implemented in time to offset
the production decline during 2004,

Total sales revenue for the second quarter was $334.1 million compared with
$347.4 million in the previous corresponding quarter. The decline in sales
revenue is largely due to the lower production attributable to the Moomba
incident partly offset by higher product prices and favourable exchange rates.

As previously advised, Santos and its joint venturers maintain business
interruption and property damage insurance. The claim related to the 1
January Moomba incident continues to be progressed in the normal manner
and it is anticipated that the insurance recovery should be able to be booked
during the second half of 2004. The sstimated 2004 financial impact remains
unchanged from previous advice. Business interruption insurance applies after
45 days, providing coverage for losses during the second quarter.

Sales Gas and Ethane
Second quarter sales gas and ethane production fell from 58.1 PJ to 49.3 PJ.

Cooper Basin production was 33.8 PJ (down 5.3 PJ) reflecting the impact of
the Moomba incident and, to a lesser extent, lower gas demand in South




Australia. Onshore Otway Basin production decreased to 1.6 PJ (down 2.4
PJ) as the fields approached the end of their production lives.

In line with the lower production, total sales volumes and revenue from sales
gas and ethane for the second quarter fell, with sales volumes declining to
51.3 PJ and sales revenue down to $166.8 million.

East Spar production had only a slight decline during the second quarter as a
result of production from the East Spar 6 development well. However,
accelerated decline rates have now commenced from that well as a resuit of
early water breakthrough. Additiocnal delineation locations are being
investigated to enable gas to be recovered from locations not previously
accessed and a further well may be drilled towards the end of the year.

Arrangements are also in place to purchase gas from the Harriet Joint Venture
to meet contractual obligations prior to the commencement of production from
John Brookes gas field, Forecast 2004 sales gas production from East Spar is
now (Santos share) 2.8 mmboe and condensate production is now forecast to
be 0.7 mmboe (Santos share).

Crude 0Qil

Qil production during the June quarter decreased by 9% compared with the
first quarter of 2004, due largely to lower Carnarvon Basin and Timor Sea
output. In the Timor Sea, production from several fields was reduced by the
residual effects of cyclones late in the first quarter with Jabiru-Challis and
Elang-Kakatua being offline for prolonged periods to repair damage to
production facilities. Production from the Legendre field was slightly lower due
to curtailment during the drilling of the Legendre North S infill well which
commenced production in June at an incremental rate of about 14,000 barrels
of oil per day (bopd).

Stag production was down from 652,000 barrels in the March quarter to
502,000 barrels in the June quarter due to unanticipated well downtime and
field decline. Workover activity is currently under way and additional infill
drilling is planned for August. Forecast 2004 production for Stag is now 1.9
million barrels (Santos share).

Cooper Basin oil production increased slightly as a result of successful
delineation and development drilling connsctions.

Sales volume for crude oil was 13% higher than in the first quarter of 2004 due
to the timing of litings. Sales revenue from oil increased by 35%, from $97.6
million in the first quarter of 2004 to $131.8 million in the second quarter of
2004.




The average realised oil price for the second quarter of 2004 was A350.65
(US$33.80) per barrel after hedging, 20% higher than the first quarter of 2004
when prices averaged A$42.35 (US$30.98).

Condensate

Condensate production of 822,600 barrels was 8% higher than the 2003
second quarter due to the first full quarter of liquids production from Bayu-
Undan as gas production increased towards full design rate. This increase
was offset by reduced production from the Cooper Basin where liquids rich
fields were progressively brought back on stream late in the quarter as the first
train of the Moomba Liquids Recovery Plant was recommissioned.

Condensate sales volumes decreased by 20% over the second quarter 2003
to 528,600 barrels due to timing of liftings, although revenues were 15%
higher at $29.5 million due to a 43% increase in price compared with the
second quarter 2003,

LPG

LPG production was strongly impacted by the Moomba incident and fell 71%
to 18,100 tonnes compared with 61,800 tonnes in the 2003 second quarter,
despite commencement of LPG production of 5,400 tonnes from Bayu-Undan.
Sales volumes were down 72% and sales revenue decreased by 62% to $5.9
million for the second quarter.

2 EXPLORATION

Expenditure on exploration was $16.3 million in the second quarter of 2004.
Santos spudded one wildcat well during the quarter with this well encountering
hydrocarbons.

Second Quarter Exploration Activity

Well Basin/Arca Targcet Licence Santos Woell Status
Interest (%)
Torres 1A South Texas Gas West Mercedes 25.00 cased &
Prospecl suspendad

The Torres 1A well located in the Wilcox/Vicksburg/Frio trend in South Texas,
USA, recovered gas from wireline formation testing and was subsequently
deepened to evaluate additional objectives. Torres 1A will now be completed
as a producer from the shallower Marks Sands objective.

Selsmic Acqulired
During the second quarter there was no exploration seismic acquired although

a delineation, near field exploration and development seismic program of 398
square kilometres of 3D seismic was acquired.




Forward Exploration Drlliing Schedule

During the second quarter significant progress was made in firming up the
exploration program with rigs contracted for a majority of the high impact wells
in the third and fourth quarters of 2004. The Khefren 1X and Jeruk 2 wells
have recently commenced drilling.

The drill schedule for the remainder of 2004 is set out below:

Well Basin/Area Target Upside Resource | Santos Quarter drilling
Potential (mmboc) Interest % Expected to
unrisked start
Khefren 1X Gulf of Suez Qil 120 20 Drilling
Jaruk 2 Easl Java Qil 170 50 Drilling
Agung Easl Java Qil 550 100 Third
Venus Cooper SA Gas 4 60 Third
Pahnn Kulei Qil/Gas 15”0 20 Third
{Popodi PSC)
Stilton Cooper SWQ Gas 8 60 Fourth
Yanylse Coopar SWQ Gas 1] [=10] Fuurth
Plasma Cooper SWQ Gas 5 60 Fourth
Cougar GOM- Gas 28 100 Fourlh
Tcxas State Waters
Charlemagne Dampisar Qil 52 33 Fourlh
Callister Otway offshore Gas/Qil 88 80 Fourth
Woodbinc/Knight East Tcxas Gas 11 30 Fourth
Papalang / Panduh Kulai Qil 1645 20 Fourth
{Papalang PSC)
Amrit Otway decp-water Qil/Gas 715 33 Fourth
Caldita/Melville Ronaparte Gas 615 40 Faurth
Osage 1X Gulf of Suez Qil 340 50 Fourth
NZB 1X Gulf of Suec Gil 50 50 Fourth

3. DELINEATION AND DEVELOPMENT

Delineation and development expenditure was $202.7 million in the second
quarter of 2004.

Delineation Actlvity

In the Carnarvon Basin, a suspended production well at East Spar was re-
entered with two sidetracks from the well intersecting insufficient recoverable
resarves for production. A further dslineation opportunity is being reviewed for
potential drilling during the second half to evaluate an area of the field not
previously accessed.

Also in the Camarvon Basin, two appraisal wells were drilled on the Exeter
field. Both Exeter 5 and Exeter 6 encounterad oil bearing reservoir and were
suspended to allow future sidetrack operations for possible completion as
producers.




In the Cooper Basin, one gas well and seven oil wells were spudded during
the quarter. Of the seven oil wells drilled, five were cased and suspended
(four oil and one gas) and two were plugged and abandoned. One gas
delineation well was spudded during the quarter and was cased and
suspended. The Derrilyn 1 well drilled in. May flowed at in excess of 4,500
bopd following completion and the Reg Sprigg West 1 well drilled in May/June
has encountiered oil and gas in several zones within good reservoir. Both
these wells are being brought online as quickly as possible. Near field
exploration/delineation of the Merrimelia Jurassic oil has been successful with
new pool discoveries and updip oil in Merrimelia 45 and 46 within good quality
reservoir.

In the Wilcox/Vicksburg/Frio trend of the Mountainside field area in South
Texas, Petru 3 has recently been connected to production and is currently
flowing in excess of 20 million cubic feet per day (mmcfd) plus 1,300 barrels
per day of condensate. The BP America 1 Yegua Formation well that was
drilled in April has recently received regulatory approval for production,
resulting in the commencement of installation of a flowline. Two wells were
driling at the end of the quarter with the Poole 4 deep Frio well being
evaluated by logs and the Harris 1 well drilling ahead. Subsequent to the end
of the quarter, Poole 4 has been cased and suspended for evaluation by
cased hole testing.

Devslopment Actlvity

Mutineer-Exeter

The Mutineer-Exeter oil field development (Santos 33.4% Operated interest)
was approximately 55% complete and ahead of scheduled mid 2005 start up.
The tanker MT Airway has begun conversion into a Floating Production
Storage Off-take (FPSO) vessel at the Jurong shipyards in Singapore and
work is progressing on scheduls, During the quarter a significant milestone
was achieved with the commencement of the fabrication of the topsides
modules. ‘

Development drilling commenced during the June quarter with the first
development well, Exeter 4AH having been completed and tested at a choked
back flow rate of 10,400 bopd. The rig has now moved to the Mutineer area
where batch drilling of top hole sections for four development wells has been
successfully carried out to a depth of around 2,100 metres.

Bayu-Undan
In the Timor Sea, the Bayu-Undan liquids project (Santos interest 10.8%)

achieved its first full quarter of production with well flow rates exceeding initial
expectations. During this quarter, LPG production also commenced and
condensate production reached over 63,000 barrels per day togsether with gas
rates of 880 mmcfd. Drilling of the five remaining planned wells will continue
through to December 2004 although existing wells have sufficient capacity to
meet the designed production rate of 1,100 mmcfd.




Site activities for the Darwin Liquefied Natural Gas (LNG) plant have continued
and have reached 46% completion. The major component of this project is the
concrete NG tank which is currently ahead of schedule.

The Bayu-Undan to Darwin pipeline is progressing well and is now 50%
complete. The pipeline laying barge is expected to leave Singapore for arrival
in Darwin at the end of July to commence pipe laying operations.

John Brookes

Development of the John Brookes gas field in the Carnarvon Basin off
Western Australia (Santos interest 45%) has recsived Joint Venture approval.
Field development is moving ahead rapidly. Production from the John
Brookes field is expected to commence in mid 2005 and will result in total
Carnarvon gas praduction rising to over 4.7 mmboe. Development of the John
Brookes gas field will enable the Apache-Santos joint venture to meet their
contractual gas delivery obligations from the East Spar gas field and to ssll
additional gas volumes from John Brookes.

Cooper Basin
In the Cooper Basin, six gas development wells were drilled. All were cased

and suspended as future gas producers and one well drilled in the previous
quarter was also cased and suspended. A total of nine gas wells were
brought on line during the quarter, five wells in SA and four in Queensland.
During the quarter, two oil wells were cased and suspended for production and
one well was brought on-line.

Minerva and Caslno

In the Otway Basin, construction of the Minerva gas plant and facilities (Santos
interest 10%) continued and the gas plant and facilities are likely to be
commissioned during the third quarter, commencing production during the
fourth quarter.

The Casino field development (Santos 50% Operated) continues steady
progress towards production in the first quarter of 2006.

Oyong and Maleo
In East Java, work continued on commercialisation of the Oyong oil and gas

(Santos 45% Operated) and Maleo gas (Santos 75% Operated) projects with
the focus on agreeing satisfactory credit arrangements from the buyers for the
projects.

Scotia

Santos has agreed to an additional development program with CS Energy of
at least six wells to further develop the Scotia coal seam methane field. The
wells are planned to be drilled during the third and fourth quarters.




4. BUSINESS DEVELOPMENT
Acquisitions/Divestments

During the quarter Santos entered into an agreement with PT Medco to
acquire some of Novus Petroleum’s Indonesian and Cooper Basin assets
conditional on the success of PT Medco's takeover offer for Novus. That
takeover has now reached the compulsory acquisition stage with PT Medco
being entitled to more than 90% of the shares in Novus Petroleumn. It is
anticipated that this agreement will be finalised during the third quarter.

During the second quarter, Santos divested its remaining shareholding in
Magellan Petroleum Australia and sold 4,723,095 shares at $1.25 per share.

Shortly after the end of the second quarter, Santes concluded several deals
including:
» a farm-in to three blocks in the Gulf of Suez, Egypt, with Devon Energy
Corporation as Operator
« the sale of its non-core onshore Otway interests to Origin Energy for a
price of $25.75 million
« the formation of an exploration Joint Venture with ConocoPhillips in the
NT/P61 block offshore Darwin.

5. MOOMBA INCIDENT

After the gas release and subsequent fire in the Moomba LRP on 1 January
2004, Santos has been working via a staged process to bring the supply of
gas back to normal levels for this time of year. Stage 4 of the program
achieved full sales gas production capacity of more than 600 terajoules per
day ahead of schedule late in the first quarter. Stage 5, which resulted in
achieving around 70% of natural gas liquids production and 85% of ethane
production, was completed during late May.

Plans are currently progressing in preparation for start-up of the second LRP
train, which will bring the plant back to 100% capacity for gas and liquids.

6. HEDGING

The table below details the hedge position as at 30 June 2004.
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FORWARD HEDGING - As at 30 June 2004
2004 2005 & Beyond
Petroleum Liquids
Swaps (mmboe) 1.71 1.08
Avg. price US$/bbl 30.40 33.99
Currency
USD Amount (millions) 58 154
Avge. Exch. rate 0.6552 0.6407

The amount of currency hedged in 2004 has increased and the amount in
subsequent years has decreased as a result of higher US$ prices received for
increased Bayu—-Undan production during 2004.

Second Quarter Capital Expenditure:

Quarler Ended YTD
Second quartar Capex report 2004 2004 2003 2004 2003
June March June June June
gploration Expenditure ($ miiTiLon)
Australia 4.8 10.9 10.2 16.7 204
Oversens 11.5 13.9 280 25.4 40.5
Delinealion Expendilure ($ million)
Australia 15.1 13.5 5.5 28.6 13.0
Overseas 12.4 3.2 3.0 156 3.1
Development® Expenditure ($ million)
*Auslralial 167.6 1251 153.8 2927 2442
Ovcerscas 7.6 4.5 13.2 12.1 225
Total Expenditure ($ million)] 219.0 1711 213.7 380.1 343.7
* Includes construction and fixed assets expenditure
“* Prior year comparative adjusted to include Darwin LNG expenditure for June 2003 quarter.
Expenditure now treated as capital expenditure rather than investment.

ABBREVIATIONS CONVERSIONS
PJ = petajoules Sales Gas & Ethane, 1 PJ: =171.937 boe x 10*
bbls = barrels Crude Qil, 1 barrel: =1 boe
t = tannes Condcnsate (Naphtha), 1 barrel: = 0.835 boe
boe = barrels of oil equivalent LPG, 1 tonne: = 8.458 boe
mmboe = million barrels of oil equivalent
P&A = plugged and abandoned
P&s = plugged and suspended
C&S = cased and suspended
btu = British Thermal units
mmcfd = million cubic feet per day
bopd — barrels of oil per day
11




Second Quarter Actlvitles Report:

Quarter Ended YTD Full Year
2004 2004 2003 2004 2003 2003
June March June

Ficld Units

Salcs Gas and Ethane (PJ)

Cooper Basin 5.8 23.8 591 YR 4.8 164.0
Surat/Denison 3.6 a6 3.7 7.2 7.5 14.3
Arnadous 2.8 2.8 29 5.4 5.8 11.7
(Hwiy 18 14 ai) M 74 114
Gippsland- Malricia Baleen 0.4 0./ o XC] 1.2 0.8 1.9
East Sper 1.9 G 1.6 10.0 8.5 17.7
UsA 2.3 23 32 4.6 G.0 1.3
Total Production 49,3 39.7 58.1 89.0 111.4 222.8
Total Bales Volume 513 41.2 59.0 92.5 1114 228.4
Total Sales Revenue {(§am) 166.8 130.0 193.6 296.8 358.0 720.8
¢rude Ol (R0Q's bhis)

Coaper Basin 6Qr.7 H3a.0 B67.9 1206.¢7 12686.8 2808.2
Surat/Denison 28.0 18.3 187 46.3 39.2 83.1
Amadeus 49.0 60.3 70.8 109.3 138.1 270.0
I lang/Kakalun 48 1 B30 103 1151 W08 4755
Jabiri/Challia 29.4 L2.0 66.3 B1.4 130.2 211
Legendre 408.7 413.3 469.1 822.0 10297 2269.0
Thevenard 165.8 148.8 168.3 304.7 355.1 708.0
Barrow 221.5 2138 2078 435.1 4771 9452
Stag S8 652.0 Bld.g 1154.6 12108 2817.7
Airle Q.0 0.0 0.0 Q.0 0.0 0.0
SE Gobs 78.3 781 965 156.4 198.5 376.5
USA 20.9 53.0 G614 73.9 108.2 212.2
Total Produclion 2148.1 2357.4 2569.5 4505.5 5195.1 14972.0
Oll price (Avg $A/hbl) 50.65 42.35 41.30

Total Sgles Volume 2604.2 2304 4 2721.3 4908.6 5025.5 10858.6
Total Sales Revenue ($Am) 131.9 97.6 112.4 229.5 227.9 477.7
Condensate (00D's bbls)

Cooper Basin 305.9 161.0 508.4 466.9 1021.7 21117
Sural/Denison 0.2 2.0 25 2.2 35 10.0
Bonapare 54T 35.9 0.0 7BR.6 0.0 (0.0
Otway 1.8 Q.3 226 21.2 4r.8 3%
East Spar 215.9 241.6 2204 457.5 461.8 858.3
USA 35.0 7.3 4.4 42.3 a8z 25.8
Total Production 822.6 4571 758.3 1279.7 1542.8 3080.0
Total Sales Valunme 528.6 480.2 656.8 1008.8 1497.5 3246.6
Total Sales Revenue ($Am) 29.5 21.7 25.7 51.2 73.2 150.1
LPG (000 1)

Coaper Bagin 12.7 A7 61.8 17.4 116.3 240.7
Surat/Denison 0.0 0.0 0.0 0.0 0.0 0.0
Bonuparle 54 0.0 0.0 5.4 0.0 0.0
Total Production 18.1 4.7 61.8 22.8 116.3 240.7
Total Salea Volume 12.0 15.4 43.8 274 112.7 256.7
Total Sales Ravenue ($AmM) 59 71 15.7 13.0 §7.0 116.4
TOTAL

Production {mmboe) 11.6 9.7 13.8 21,2 26.8 54.2
Sales Yolumo (mmboc) 12.0 9.9 13.8 22.0 28.5 55.4
Sales Revenue {$Am) 334.1 256.4 3474 580.5 716.1 1465.0
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Second quarter impacted by Moomba incident
Record spending on new projects
Revised production outlook

Santos Limited today reported lower June 2004 quarter production, sales
volumes and revenues, despite significantly improved results compared with
the March quarter.

Total development spending for the quarter, however, was a record $175
million as the Company moves quickly to bring new projects online, such as
Mutineer-Exeter and John Brookes, to increase future production.

Total production for the three months ended 30 June 2004 was 11.6 million
barrels of oil equivalent (mmboe) compared with 13.8 mmboe in the previous
corresponding period. Sales volumes were down from 13.8 mmboe to 12.0
mmboe.

The average oil price for the quarter increased by 23% to A$50.65 per barrel
compared with the second quarter of 2003.

This largely offset the impact of lower volumes and resulted in sales revenue
of $334.1 million compared with $347.4 million in the June 2003 quarter.
(Recent trends in Santos quarterly production and revenue can be seen in the
chart below.)

“The lower second quarter production was due mainly to the impact of the
Moomba plant incident and declining field performance from fields in Western
Australia and Victoria," said Santos' Managing Director, Mr John Ellice-Flint.

“The Moomba plant reinstatement continues to progress well. Recovery of
losses in the second quarter is included in the Company’s insurance claim,
which is currently in progress.

“There have been production challenges in two of our non-operated fields
offshore Western Australia,” he said.

While gas production from the East Spar gas field was higher than in the June
2003 quarter, the fisld has experienced earlier than expected water
breakthrough. The production shortfall will ultimately be offset with the
development of the John Brookes gas field, but production during the second
half of 2004 will be lower than previously forecast.

Ganios Lidd AN B0 007 460 423

LGP Bax. 24584« Adeiaide. %A (1 = lelrphora: 88 B218 %111 » Facsimule: 08 8218 513t




The Stag oil field has experienced unanticipated well downtime resulting in
pocrer field performance. A remedial program is being developed. Full year
2004 production from Stag is expected to be lower than previously forecast.
Partly offsetting these negative effects, the acquisition of Novus Petroleum
assets is expected to add around 0.8 mmboe to 2004 production, depending
upon the precise date of the completion of the deal.

“Taking these factors into account, together with the recent divestment of
onshore Otway assets, the current outlook for 2004 production is 45-46
mmboe,” he said.

"One of our major priorities during the quarter has been the rapid development
of new projects on which we have spent a record $175 million.”

Significant progress on growth projects during the second quarter 2004
included: '

« The Bayu-Undan llqulds project (offshore Darwin) — which this week
completed the most technically difficult of the field's development wells.
Field development is three months ahead of schedule.

« The Mutineer-Exeter oil field development (offshore WA) — where the
project has passed the 55% completion point within budget. The first
planned heavy lift activity was recently completed with the successful
installation of the moonpool structure to the Floating Production Storage
and Off-take vessel. All 12 planned lifts should be complete by the end
of September.

s The Casino gas field development (offshore Victoria) — where
development approval is expected within the next month.

« The John Brookes gas fleld project (offshore WA) - for which new
contracts, plus additional volumes to meet East Spar obligations, are
sufficient to accelerate development of this field. Development has
been approved by the JV following recent successful appraisal.

The June quarter also saw the addition of further possible growth opportunities
through acquisition and new ventures such as the recent Egypt and Novus
deals. Further portfolio rationalisation has also occurred with the divestment
of onshore Otway interests and the farm down of interests to ConocoPhillips in
an offshore Darwin block.
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STOCK EXCHANGE ACTIVITIES REPORT FOR
QUARTER ENDING 30 JUNE 2004

(Unless otherwise indicated, all comparisons are made against 2003 second quarter})
1. SALES AND PRODUCTION

Total production for the second quarter of 2004 was 11.6 million barrels of oil
equivalent (mmboe) compared with 13.8 mmboe in the previous
corresponding period.

The main reason for the lower production in the second quarter was the
continuing effects of the 1 January 2004 incident at the Moomba gas plant in
central Australia, with a decrease of 1.0 mmboe directly attributable to the
incident during the June quarter. Estimated lost production in the second
quarter directly attributable to the incident was 3.1 petajoules (PJ) of sales
gas, 0.2 million barrels of condensate and 43,000 tonnes of LPG.

Production outside the Cooper Basin declined by 0.6 mmboe as lower gas and
oil production occurred due to natural field decline, particularly at the Stag oil
field, cyclones in Western Australia and problems with water breakthrough at
the East Spar field.

Santos has previously forecast that the total production impact of the Moomba
incident will be around 4 mmboe in the current calendar year and this estimate
remains valid. Problems identified at Stag and East Spar will likely result in
lower production for the remainder of the year. Options are being reviewed to
rectify these problems but may not be able to be implemented in time to offset
the production decline during 2004.

Total sales revenue for the second quarter was $334.1 million compared with
$347.4 million in the previous corresponding quarter. The decline in sales
revenue is largely due to the lower production attributable to the Moomba
incident partly offset by higher product prices and favourable exchange rates.

As previously advised, Santos and its joint venturers maintain business
interruption and property damage insurance. The claim related to the 1
January Moomba incident continues to be progressed in the normal manner
and it is anticipated that the insurance recovery should be able to be booked
during the second half of 2004. The estimated 2004 financial impact remains
unchanged from previous advice. Business interruption insurance applies after
45 days, providing coverage for losses during the second quarter.

Sales Gas and Ethane
Second quarter sales gas and ethane production fell from 58.1 PJ to 49.3 PJ.

Cooper Basin production was 33.8 PJ (down §.3 PJ) reflecting the impact of
the Moomba incident and, to a lesser extent, lower gas demand in South




Australia. Onshore Otway Basin production decreased to 1.6 PJ (down 2.4
PJ) as the fields approached the end of their production lives.

In line with the lower production, total sales volumes and revenue from sales
gas and ethane for the second quarter fell, with sales volumes declining to
51.3 PJ and sales revenue down to $166.8 million.

East Spar production had only a slight decline during the second quarter as a
result of production from the East Spar 6 development well. However,
accelerated decline rates have now commenced from that well as a result of
early water breakthrough. Additional delineation locations are being
investigated to enable gas to be recovered from locations not previously
accessed and a further well may be drilled towards the end of the year.

Arrangements are also in place to purchase gas from the Harriet Joint Venture
to meet contractual obligations prior to the commencement of production from
John Brookes gas field. Forecast 2004 sales gas production from East Spar is
now (Santos share) 2.8 mmboe and condensate production is now forecast to
be 0.7 mmboe (Santos share).

Crude Oil

Qil production during the June quarter decreased by 9% compared with the
first quarter of 2004, due largely to lower Carnarvon Basin and Timor Sea
output. In the Timor Sea, production from several fields was reduced by the
residual effects of cyclones late in the first quarter with Jabiru-Challis and
Elang-Kakatua being offline for prolonged periods to repair damage to
production facilities. Production from the Legendre field was slightly lower due
to curtailment during the drilling of the Legendre North § infill well which
commenced production in June at an incremental rate of about 14,000 barrels
of oil per day (bopd).

Stag production was down from 652,000 barrels in the March quarter to
502,000 barrels in the June quarter due to unanticipated well downtime and
field decline. Workover activity is currently under way and additional infill
drilling is planned for August. Forecast 2004 production for Stag is now 1.9
million barrels (Santos share).

Cooper Basin oil production increased slightly as a result of successful
delineation and development drilling connections.

Sales volume for crude oil was 13% higher than in the first quarter of 2004 due
to the timing of liftings. Sales revenue from oil increased by 35%, from $97.6
million in the first quarter of 2004 to $131.9 million in the second quarter of
2004.




The average realised oil price for the second quarter of 2004 was A$50.65
(US$33.80) per barrel after hedging, 20% higher than the first quarter of 2004
when prices averaged A$42.35 (US$30.98).

Condensate

Condensate production of 822,600 barrels was 8% higher than the 2003
second quarter due to the first full quarter of liquids production from Bayu-
Undan as gas production increased towards full design rate. This increase
was offset by reduced production from the Cooper Basin where liquids rich
fields were progressively brought back on stream late in the quarter as the first
train of the Moomba Liquids Recovery Plant was recommissioned.

Condensate sales volumes decreased by 20% over the second quarter 2003
to 528,600 barrels due to timing of liftings, although revenues were 15%
higher at $29.5 million due to a 43% increase in price compared with the
sacond quarter 2003,

LPG

LPG production was strongly impacted by the Moomba incident and fell 71%
to 18,100 tonnes compared with 61,800 tonnes in the 2003 second quarter,
despite commencement of LPG production of 5,400 tonnes from Bayu-Undan.
Sales volumes were down 72% and sales revenue decreased by 62% to $5.9
million for the second quarter.

2. EXPLORATION

Expenditure on exploration was $16.3 million in the second quarter of 2004.
Santos spudded ons wildcat well during the quarter with this well encountering
hydracarbons.

Second Quarter Exploration Activity

Well Basin/Arca Target Licence Santos Well Status
Interest (%)
Torres 1A South Texas Gas West Mercedes 25.00 cased &
Prospecl suspended

The Torres 1A well located in the Wilcox/Vicksburg/Frio trend in South Texas,
USA, recovered gas from wireline formation testing and was subsequently
deepened to evaluate additional objectives. Torres 1A will now be completed
as a producer from the shallower Marks Sands cbjective.

Selsmic Acquired
During the second quarter there was no exploration seismic acquired although

a delineation, near field exploration and development seismic program of 398
square kilometres of 3D seismic was acquired.




Forward Exploration Drillling Schedule

During the second quarter significant progress was made in firming up the
exploration program with rigs contracted for a majority of the high impact wells
in the third and fourth quarters of 2004. The Khefren 1X and Jeruk 2 wells
have recently commenced drilling.

The drill schedule for the remainder of 2004 is set out bselow:

Well Basin/Area Target Upside Resource Santes Quarter drilling
Paotential (mmboce) Interest % Expccted to
unrisked start
Khefren 1X Gulf ot Suez Gil 120 20 Drilling
Jeruk 2 East Java [e]] 170 50 Drilling
Agung Easl Java Qil - 550 100 Third
Venus Coopar SA Gas 4 60 Third
Pahian Kislesi Qil/Gas AR() 20 Third
(Popedi PSC)
Sfilton Cooper SWQ Gas 8 80 Fourth
Yanglse Coupar SWQ Gas 2] 65U kaurlh
Plasma Cooper SWQ Gas 5 60 Fourth
Cougar GOM- Gas 20 100 Fotrth
Texas Statc Waters
Chariemagne Dampiar Qil 52 33 Fourth
Callister Otway offshore Gas/Qil 88 80 Fourth
Woodbine/Knight East Toxas Gas 1 30 Fourth
Papalang / Panduh | Kulai Qil 165 20 Fourth
(Papalang PSC)
Amrit Otway deop-water Oil/Gas 7158 33 Fourth
Caldita/Melville Ronaparte Gas 618 an Fourth
Osage 1X Gulf of Suez QOil 340 50 Fourth
NZB 1X Gull of Suec il 50 50 Fourlh

3. DELINEATION AND DEVELOPMENT

Delineation and development expenditure was $202.7 million in the second
quarter of 2004,

Dellneation Actlvity

In the Carnarvon Basin, a suspended production well at East Spar was re-
entered with two sidetracks from the well intersecting insufficient recoverable
reserves for production. A further delineation opportunity is being reviewed for
potential drilling during the second half to evaluate an area of the field not
previously accessed.

Also in the Carmnarvon Basin, two appraisal wells were drilled on the Exeter
field. Both Exeter 5 and Exeter 68 encountered oil bearing reservoir and were
suspended to allow future sidetrack operations for possible completion as
producers.




In the Cooper Basin, one gas well and seven oil wells were spudded during
the quarter. Of the seven oil wells drilled, five were cased and suspended
 (four oil and one gas) and two were plugged and abandoned. One gas
delineation well was spudded during the quarter and was cased and
suspended. The Derrilyn 1 well drilled in May flowed at in excess of 4,500
bopd following completion and the Reg Sprigg West 1 well drilled in May/June
has encountered oil and gas in several zones within good reservoir. Both
these wells are being brought online as quickly as possible. Near field
exploration/delineation of the Merrimelia Jurassic oil has been successful with
new pool discoveries and updip oil in Merrimelia 45 and 46 within good quality
reservoir.

In the Wilcox/Vicksburg/Frio trend of the Mountainside field area in South
Texas, Petru 3 has recently been connected to production and is currently
flowing in excess of 20 million cubic feet per day (mmcfd) plus 1,300 barrels
per day of condensate. The BP America 1 Yegua Formation well that was
drilled in April has recently received regulatory approval for production,
resulting in the commencement of installation of a flowline. Two wells were
drilling at the end of the quarter with the Poole 4 deep Frio well being
evaluated by logs and the Harris 1 well drilling ahead. Subsequent to the end
of the quarter, Poole 4 has been cased and suspended for evaluation by
cased hole testing.

Davelopment Activity

Mutineer-Exeter

The Mutineer-Exeter oil field development (Santos 33.4% Operated interest)
was approximately 55% complete and ahead of scheduled mid 2005 start up.
The tanker MT Airway has begun conversion into a Floating Production
Storage Off-take (FPSO) vessel at the Jurong shipyards in Singapore and
work is progressing on schedule. During the quarter a significant milestone
was achieved with the commencement of the fabrication of the topsides
modules.

Development drilling commenced during the June quarter with the first
development well, Exeter 4AH having been completed and tested at a choked
back flow rate of 10,400 bopd. The rig has now moved to the Mutineer area
where batch drilling of top hole sections for four development wells has been
successfully carried out to a depth of around 2,100 metres.

Bayu-Undan
In the Timor Sea, the Bayu-Undan liquids project (Santos interest 10.8%)

achieved its first full quarter of production with well flow rates exceeding initial
expectations. During this quarter, LPG production also commenced and
condensate production reached over 63,000 barrels per day together with gas
rates of 880 mmcfd. Drilling of the five remaining planned wells will continue
through to December 2004 although existing wells have sufficient capacity to
meet the designed production rate of 1,100 mmcfd.




Site activities for the Darwin Liquefied Natural Gas (LNG) plant have continued
and have reached 46% completion. The major component of this project is the
concrete LNG tank which is currently ahead of schedule.

The Bayu-Undan to Darwin pipeline is progressing well and is now 50%
complete. The pipeline laying barge is expected to leave Singapore for arrival
in Darwin at the end of July to commence pipe laying operations.

John Brookes

Development of the John Brookes gas field in the Carnarvon Basin off
Western Australia (Santos interest 45%) has received Joint Venture approval.
Field development is moving ahead rapidly. Production from the John
Brookes field is expected to commence in mid 2005 and will result in total
Carnarvon gas production rising to over 4.7 mmboe. Development of the John
Brookes gas field will enable the Apache-Santos joint venture to meet their
contractual gas delivery obligations from the East Spar gas field and to sell
additional gas volumes from John Brookes.

Cooper Basin
In the Cooper Basin, six gas development wells were drilled. All were cased

and suspended as future gas producers and one well drilled in the previous
quarter was also cased and suspended. A total of nine gas wells were
brought on line during the quarter, five wells in SA and four in Queensland.
During the quarter, two oil wells were cased and suspended for production and
one well was brought on-line.

Minerva and Casino

In the Otway Basin, construction of the Minerva gas plant and facilities (Santos
interest 10%) continued and the gas plant and facilities are likely to be
commissioned during the third quarter, commencing production during the
fourth quarter.

The Casino field development (Santos 50% Operated) continues steady
progress towards production in the first quarter of 2006.

Oyong and Maleo
In East Java, work continued on commercialisation of the Oyong oil and gas

(Santos 45% Operated) and Maleo gas (Santos 75% Operated) projects with
the focus on agreeing satisfactory credit arrangements from the buyers for the
projects.

Scotia

Santos has agreed to an additional development program with CS Energy of
at least six wells to further develop the Scotia coal seam methane field. The
wells are planned to be drilled during the third and fourth quarters.




4. BUSINESS DEVELOPMENT
Acquisitions/Divestments

During the quarter Santos entered into an agreement with PT Medco to
acquire some of Novus Petroleum’s Indonesian and Cooper Basin assets
conditional on the success of PT Medco's takeover offer for Novus. That
takeover has now reached the compulsory acquisition stage with PT Medco
being entitled to more than 90% of the shares in Novus Petroleum. |t is
anticipated that this agreement will be finalised during the third quarter.

During the second quarter, Santos divested its remaining shareholding in
Magellan Petroleum Australis and sold 4,723,095 shares at $1.25 per share.

Shortly after the end of the second quarter, Santos concluded several deals
including:
» a farm-in to three blocks in the Gulf of Suez, Egypt, with Devon Energy
Corporation as Operator :
- the sale of its non-core onshore Otway interests to Origin Energy for a
price of $25.75 million
 the formation of an exploration Joint Venture with ConocoPhillips in the
NT/P61 block offshore Darwin.

5. MOOMBA INCIDENT

After the gas release and subsequent fire in the Moomba LRP on 1 January
2004, Santos has been working via a staged process to bring the supply of
gas back to normal levels for this time of year. Stage 4 of the program
achieved full sales gas production capacity of more than 600 terajoules per
day ahead of schedule late in the first quarter. Stage 5, which resulted in
achieving around 70% of natural gas liquids production and 85% of ethane
production, was completed during late May.

Plans are currently progressing in preparation for start-up of the second LRP
train, which will bring the plant back to 100% capacity for gas and liquids.

6. HEDGING

The table below details the hedge position as at 30 June 2004.
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FORWARD HEDGING - As at 30 June 2004
2004 2005 & Beyond
Petroleum Liquids
Swaps (mmboe) 1.71 1.08
Avg. price US$/bbl 30.40 33.99
Currency
USD Amount (millions) 58 154
Avge. Exch. rate 0.5552 0.6407

The amount of currency hedged in 2004 has increased and the amount in
subsequent years has decreased as a result of higher US$ prices received for
increased Bayu-Undan production during 2004.

Second Quarter Capital Expenditure:

Quarler Ended YTD
Second quartar Capex report 2004 2004 2003 2004 2003
June March June June June
ExplorationExpenditure $ mimn)
Australia 4.8 10.9 10.2 16.7 20.4
Oversens 11.5 13.9 28.0 254 40.5
Delinealion Expendilure ($ million)
Australia 15.1 13.5 5.5 28.6 13.0
Overseas 12.4 3.2 3.0 156.6 3.1
Development® Expenditure ($ million)
**Auslralial 167 .6 1251 153.8 292.7 2442
Ovcerscas 7.6 4.5 13.2 12.1 225
Total Expenditure ($ million)] 219.0 1711 2137 390.1 3437
¥ Includes construction and fixed assets expenditure
“* Prior year comparative adjusted to include Darwin LNG expenditure far June 2003 quarter.
Expenditure now treated as capital expenditure rather than investment.

ABBREVIATIONS CONVERSIONS
PJ = petajoules Sales Gas & Ethane, 1 PJ: =171.937 boe x 10
bbls = barrels Crude Qil, 1 barrel: =1 boe
t = tonnes Condensate (Naphtha), 1 barrel: = 0.935 boc
boe = barrels of oil equivalent LPG, 1 tonne: = 8.458 boe
mmboe = million barrels of oil equivalent
P&A = plugged and abandoned
P&S = plugged and suspended
C&S = cased and suspended
btu = British Thermal units
mmcfd = million cubic feet per day
bopd — barrels of il per day
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Second Quarter Actlvitles Report:

Quarter Endad YTD Full Year
2004 2004 2003 2004 2003 2003
June March June

|Ficld Units

Sales Gas and Ethanc (PJ}

Cooper Basin 33.8 23.8 RN 4.6 r4.8 164.0
Surat/Denison 3.6 3.6 37 7.2 7.5 14.3
Armadous 28 2.8 29 5.4 58 1.7
Clwiry 18 14 4 () $) 74 i1y

Gippsland- Matricia Baleen 0. a.r 08 1.2 0.8 1.9
East Spar 1.9 0.1 4.6 10.0 9.5 17.7
USA 23 2.3 32 4.0 G.0 11.3
Total Production 49,3 39.7 58.1 B9.0 111.4 222.8
Total Sales Volume 51.3 41,2 59.0 92.5 111.4 223.4
Total Sales Revenue (§Am) 166.8 130.0 193.6 296.8 358.0 720.8
Grude OI (800's bbis)

Coapar Basin 607.7 H99.0 BR/.9 1208.¢ 1286.8 2808.2
SuratDenison 28.0 18.3 18.7 46.3 392 83.1
Amadous 49.0 60.3 708 109.3 1351 270.0
I iangy/Kakalun ab 1 690 1103 115 1 PV 4755
Jabivi/Challis 29.4 2.0 6R.3 81.4 130.2 2471
Legendre 408.7 413.3 4691 §22.0 1028.7 2269.0
Thevanard 155.9 148.8 168.3 304.7 355.1 708.0
Baruw 221.5 213.6 2376 435.1 477.1 445.2
Slag 5008 652,00 BU3.6 1154.6 12108 P617.2
Airle Q.0 0.0 Q.0 Q.0 0.0 Q.0
SE Cobe 78.3 78.1 98.5 156.4 198.6 376.5
USA 20.9 53.0 61.4 73.9 108.2 212.2
Total Produiction 2148.1 2357.4 2569.5 4505.5 5195.1 14972.0
Oll price (Avg $A/hbl) 50.65 42.35 41.30

Total Sales Volume 2604.2 23044 2721.3 4908.6 §025.5 10958.6
Total Sales Revenue ($Am) 131.9 97.6 112.4 229.5 227.9 477.7
Condensate (D0D's bbls)

Cooper Basin 305.9 161.0 508.4 456.9 1021.7 21117
Sural/Denison 0.2 2.0 25 2.2 3.5 10.9
RBonapare 2537 35.9 X JH9.8 XA (.0
Otway 1.9 9.3 228 21.2 4r 8 730
East Spar 215.9 2416 2204 487.5 4G61.8 858.3
USA 35.0 7.3 4.4 42.3 8.2 25.6
Total Production 822.§ a457.1 758.3 1279.7 1542, 3080.0
Total Sales Volume 528B.6 480.2 656.8 1008.4 1497.5 3246.6
Total Sales Revenue {$§Am) 29.5 21.7 25.7 51.2 73.2 150.1
LPG (000 1)

Coaoper Bssgin 12.7 AT 61.8 17.4 116.3 240.7
Surat/Denison 0.0 0.0 0.0 0.0 c.0 0.0
Bonuparle 54 0.0 0.0 5.4 c.C 0.0
Total Production 1B.1 4.7 61.8 22.8 116.3 240.7
Total Sales Volume 12.0 15.4 43.8 274 112.7 256.7
Total Sales Ravenue {$Am) 59 71 15.7 13.0 57.0 116.4)
TOTAL

Production {mmboe) 11.6 97 13.8 21.2 26.8 54.2
Sales Yolurne (mmboc) 12.0 9.9 13.8 22.0 26,5 55.4
Sales Revenue ($Am) 334.1 256.4 347.4 590.5 716.1 1465.0
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. Week Ending 29" July 2004
Wildcat Exploration Wells

Khefren 1 -
Type Qil W|Idcat o
Locatian Egypt, Central Gulf of Suez
South East July Concession, 8 km SE of Sakkara oil discovery.
Slalus al 0600hrs Wailing on cement having run and sel 508mm casing. The currenl deplh is 769m
- 28/07/04 (Cairo Time) with 32m progress for the week.
Planned Total Depth 3911m
Interest Devon 50%
Teikoku ‘ 30%
Santos Group 20%
Operator Devon Energy
Enquirles: Mike Hanzalik Kathryn Mitchell
Investor Relations Media Relations
Ph: 08 8224 7725 Ph: 08 8218 5260
Mobile: 0439 892 143 Mobile: 0407 979 982
Fax: 08 8218 5131 Fax: 08 8218 5285
Luring he wask anding 28t July, 2004 Sanlos Limiled also paclicipaled in 4 dalineation and 14 developienl walls,
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